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THE FOUR-POWER PACT—II. 


HE negotiations for a Four-Power Pact initiated by Signor 
Mussolini and elaborated between him and Mr. MacDonald 
during the latter’s visit to Rome on March 18th-2oth were 

fnally brought to a penultimate stage with the initialling of the 
Pact on the evening of June 8th. This stage had not been reached, 
however, without many vicissitudes and there was at least one 
moment in the course of the negotiations when it appeared that 
all hope of their success would have to be abandoned. 


The first proposals of Signor Mussolini had met with grave 
opposition from the Little Entente and from Poland’, and much 
of the enthusiasm which Italy, France and Great Britain had felt 
for the Pact greatly diminished as a result of the increasingly serious 
situation created by the early stages of Nazi foreign policy*. Already 
in the second week of May it was freely said that the Pact was dead, 
despite the fact that the French Ministry for Foreign Affairs was 
still engaged upon counter-proposals. The gravity of the position 
at the Disarmament Conference caused by the intransigent attitude 
of Herr Nadolny in opposing the British Draft Convention also 
created a situation not in the least congenial to the conclusion 
of a Four-Power Pact. 


But just when the storm seemed as if it were about to break 
over Europe, Herr Hitler achieved that sudden volte face when 
on May 17th he disclosed to the Reichstag and to the world his 
programme for peace, thereby materially lessening the tension 
in the international atmosphere. Nor were Herr Hitler’s promises 
confined to mere oratory, and the immediate result of the Reichstag 
speech was the withdrawal by Herr Nadolny of the German amend- 
ments to the MacDonald Plan which, had they been adopted, would 
have virtually wrecked the Draft Convention. 


In addition to this step forward a further effort was made to 
rehabilitate Germany in the eyes of the world. Captain Goering, 
the Prussian Premier, made an immediate flying visit to Rome, 
where he was received on May 2oth by Signor Mussolini. As a 
result of their conversations, in which the British and French 
Ambassadors also took part, the negotiations for a Four-Power 
Pact took on a fresh lease of life. 


The scene now changed to Paris, where MM. Daladier and 
Paul-Boncour were wrestling with the problem of reconciling their 
own views with those of their Central and Eastern European Allies. 
Asa result of these efforts a new counter text was prepared showing, 
in comparison with the original Mussolini text, considerable modi- 
ication. By Article 1, for example, the Four-Power consultations 


_ (1) For the early stages of the negotiations for the Four-Power Pact see Bulletin 
if International News, Vol. 1X, No. 21, April 13th, 1933. 

(2) For a survey of Nazi Foreign Policy from January-May, 1933, see Bulletin 
of International News, Vol. IX, No. 24, May 25th, 1933. 
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envisaged in the original Draft were here specified to take place 
within the framework of the League of Nations. Into Article 2 
of the Daladier Draft mention of Articles X and XVI of the 
Covenant was introduced, as well as of Article XIX, which provides 
for the revision of treaties. The definite promise to Germany which 
had been contained in Article 3 of the Mussolini Draft, that in the 
event of the Disarmament Conference attaining only partial results 
the equality of rights recognised for Germany was to have an 
effective meaning—provided that this equality were attained by 
regular stages—was transformed in the Daladier text into a half- 
hearted declaration making German equality of status practically 
dependent upon the success of the British Draft Convention. Al] 
mention of Colonial co-operation amongst the Four Powers was 
deleted from Article 4 of the French Draft and modifications were 
made in Article 5 regarding the period of notice necessary for the 
termination of the Pact. Article 6 of the two Drafts alone remained 
unaltered in substance, and this provided for the registration of the 
Agreement with the League of Nations. 


So far as the French efforts were concerned they met with 
success as regards the Little Entente. On May 30th the Permanent | 
Council of that body issued a statement accepting the revised 
French Text of the Four-Power Pact and stating that it had received 
from the French Government assurances and formal guarantees 
against any attempt at a revision of the Peace Treaties. These 
guarantees were considered to be such that no danger could arise, | 
from the fact that a common policy was to be pursued by France 
and the Little Entente. 


As may be imagined, the German reaction to this last statement 
was very negative, since the hope of obtaining a revision of the 
territorial clauses of the Treaty was what chiefly prompted Germany 
in participating in the negotiations, and for this reason, while the 
Pact was undergoing a further process of re-drafting, considerable 
opposition was forthcoming from Berlin. It had been hoped that 
the Pact might be initialled on June 6th and Signor Mussolini had 
intended to make a statement from the Tribune of the Senate on 
that date. But though vigorous diplomatic activity took place in 
Berlin throughout that day it was impossible to overcome German 
objections for a further 48 hours. Then, however, on June 8th, the 
German Government agreed to the initialling of the Pact as a gesture 
of their willingness to create an atmosphere of confidence which 
should assist the work of the World Economic Conference, due to 
open in four days time. 


At 7.30, therefore, on the evening of June 8th, Signor Mussolin! 
and the Ambassadors of Great Britain, France, and Germany 
performed the ceremony of initialling the Pact in the Palazzo 
Venezia, to the plaudits of an enthusiastic Roman crowd. 
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The initialled text showed still further modifications of the 
Daladier draft. By Article 1 the High Contracting Parties agree 
to consult on all questions which appertain to them and to pursue 
within the framework of the League the policy of effective co- 
operation between all Powers with a view to the maintenance of 
peace. Article 2 provides that the High Contracting Parties shall 
examine between themselves and without prejudice to decisions 
which can only be taken by the regular organs of the League of 
Nations all proposals relating to methods of procedure calculated 
to give effect to Articles 10, 16, and 19 of the Covenant. By Article 
3 the Four Powers agree to make every effort to ensure the success 
of the Disarmament Conference and to re-examine between them- 
selves any problems which remain in suspense at the conclusion of 
that Conference, and they likewise agree (Article 4) to consult 
together on all economic questions which have a common interest 
for Europe, and particularly for its economic restoration. 


An examination of the three Drafts, which is facilitated by the 
synoptic arrangement on pages 801-803, demonstrates at once 
the evolution through which the Pact has passed since the original 
proposals were made in the month of March. Generally speaking 
the result has been a diplomatic victory for France and a diplomatic 
defeat for Germany. 

In the initialled text there will be found no mention of equality 
of status and no reference to the question of Treaty revision, beyond 
the mention of Article 19. Moreover, in this connection there 
remains the guarantee given by France to the Little Entente. 
When it is considered what a threat to the French diplomatic 
programme the original Mussolini proposals represented, the 
measure of French success may be gauged. 


The relation of the Pact to the present German political system 
is also of interest, and as an illustration of the power of the Hitler 
Government. Had any other Government, say that of Herr 
Stresemann or Dr. Briining, accepted a Pact which virtually re- 
affirms for a further period of Io years the territorial clauses of the 
Treaty of Versailles, it would most certainly have fallen, and the 
Chancellor would have been fortunate if he had escaped assassination. 
Yet in Germany to-day, though the Pact is accepted in a spirit of 
sublime cynicism, there is little adverse comment, partly, of course, 
by reason of the fact that the press has been gleich geschaltet, and 
also because it is felt that the signing of one more Pact more or less 
scarcely now makes much difference. 

There remains, however, the question of the Pact in relation 
to Austria, and in this connection it is undoubted that the existence 
of a Four-Power Pact, even in its initialled and penultimate state, 
has proved of very considerable assistance to Dr. Dollfuss in his 
struggle to preserve the independence of Austria against Nazi 
aggression. In this curious and somewhat perverse way the lack 
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of provision in the Pact for Treaty revision has proved its first and 
most fruitful effect, for upon this Dr. Dollfuss has taken his stand. 


It should be borne in mind that the Pact has so far been only 
initialled and not signed, and there is reason to believe that 
Germany may endeavour to secure some modification of the pledge 
given by France to the Little Entente that no revision will take place. 
It is quite clear that this guarantee could be represented as being 
at variance with the interpretation of Article 2 of the Pact, 
since this makes specific mention of Article 19 of the Covenant 
which, in its turn, makes provision for Treaty revision,' and it 
is thus probable that Germany may insist on the letter of the 
Pact and will refuse to recognise unilateral reservations made by 
any of the other Contracting Parties. 

It may be asked, how far the Four-Power Pact differs from the 
Pact of Consultation and Accord signed on July 13th, 1932, between 
Great Britain and France, and subsequently adhered to by a majority 
of the European States, including the other two partners of the 
Four-Power Pact. A comparison of the texts of these two instru- 
ments shows a marked degree of similarity, and it may be questioned 
whether a further agreement on these lines was entirely necessary. 
The original Mussolini proposals went considerably further than the 
1932 Agreement, but the final text is little more than an expansion 
of the latter. It will be remembered that at Lausanne the original 
intention of the Pact of Consultation, as* proposed by Herr von 
Papen, was that it should be a Four-Power Pact, but this proposal, 
after discussion, was turned down as being detrimental to the pres- 
tige of the League of Nations, and the multilateral Pact of Con- 
sultation was ultimately substituted for it. Now, however, the 
Four-Power Pact has been revived, but not in the form originally 
intended. 

As in the majority of these cases it is not so much the letter of 
the agreements as the spirit which animates them. In the Covenant 
of the League of Nations, the Locarno Treaty, the Pact of Paris, 
and the Pact of Consultation of 1932, to which will now be added 
the Four-Power Pact of 1933, the world has ample opportunity 
and machinery for the discussion of its problems, if the will to 
discuss is there, and if it is not there no amount of consultory 
pacts will create it. A change of heart and not a multiplication of 


agreements is what is needed to-day. 
J. W. W.-B. 


— 


(1) From the wording of Article 2 it will be seen, however, that the Pac 
provides for nothing more than consultation between the four Governments, 
all action being reserved to the League. See also p. 12, paras. 4 and 5. 
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CHRONOLOGY. 


Austria. 


June 11th.—An attempt was made at Innsbruck on the life of Dr. 
Steidle, the Heimwehr leader and member of the Provincial Government 
who was wounded. The assailants, who escaped, abandoned their car 
on the Bavarian frontier. 

June 12th—The Government ordered all the Brown Houses and 
Nazi offices in Vienna and other towns to be occupied by police or troops, 
and all the premises in the capital were seized without resistance. The 
Deutscher Soldatenbund was dissolved owing to its Nazi affinities. The 
leading Nazi officials of Innsbruck were arrested. 

Two persons were killed by a bomb thrown into a Jewish shop on the 
outskirts of Vienna. Demonstrations by Nazi students took place at 
the University and at the Federal Chancellery, and a number were 
arrested. The Minister of Defence informed a public meeting that some 
of them had been found to be in possession of material to start a fire at 
the Chancellery. 

Among those arrested was Herr Habicht, Nazi “ State Inspector for 
Austria.’”’ (His nominal position was Press Attaché at the German 
Legation.) 

June 13th.—The Government issued a decree that no Government 
official should remain a member of the Nazi party. A reorganisation of 
the law enforcement agencies of the State was carried out, by which all 
branches of law enforcement (except the army) including the Heimwehr, 
were placed under Herr Fey, the Minister of Public Security. 

Herr Frauenfeld, a Vienna Nazi leader, called-on the President and 
disclaimed all responsibility for the outrages, which, he said, were severely 
condemned by his followers. 

The Official Gazette published a declaration of the Vice-Chancellor 
stating, ‘‘ The events of the last two days give the impression that under 
the powerful influence of Reich German National Socialists the Austrian 
Hitler Party is resolved to leave the path of legal activity and to launch 
a systematic campaign of illegal terrorism. The Government have long 
had knowledge of these designs and have made extensive preparations for 
breaking the terrorism whenever and wherever it occurs. . . .” 

The German Minister in Vienna made a strong protest against the 
arrest of Herr Habicht. 

June 14th.—Arrest of Dr. Wasserback. (See Germany.) 

The Chancellor was stated to have asked Dr. Wasserback by telephone 
to proceed to London to take up the post of Press Attaché at the Legation. 

In a statement on behalf of the Cabinet, Herr Schumby said there 
was no analogy between the cases of Herren Wasserback and Habicht, 
because the German Government had formally approved of the appoint- 
ment of the former, whereas the Austrian Government had flatly refused 
to accept Herr Habicht as Press Attaché. 

June 15th.—The number of arrests of Nazis who, after interrogation, 
had been handed over to the Courts, was stated to total 1,179, including 
nearly 400 Federal officials and Government clerks, 47 town councillors 
and numerous communal councillors and other provincial officials. 

Fifteen German Nazi agents were deported from Vienna. 

June 17th.—Dr. Dollfuss arrived back in Vienna. 
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June 19th.—The Government ordered the disbandment of the Nazi 
s.A., and of the allied Vaterlandische Schutzbund throughout the 
country, and forbad the establishment of any similar organisation and 
the wearing of Nazi badges. This action followed two outrages at 
Krems and Salzburg, for which the S.A. were believed to be responsible. 

June 20th.—Krems was placed under martial law and 18 of the 
leading Nazis were arrested. A railway bridge was blown up near 
Vienna, and acts of sabotage were reported from Styria and Carinthia. 
At Innsbruck 30 people were injured when pro-Nazi processions were 
formed in all the principal streets and came into conflict with the police. 

Signature of commercial agreement with France. (See France.) 


Brazil. 
June 20th.—Publication of statement of policy distributed to the 
delegates at the World Conference. (See Great Britain, World Economic 


Conference.) 


China. 
INTERNAL AFFAIRS, 

une 7th.—It was reported in Shanghai that the Canton authorities 
had cancelled the orders to the 19th Army to proceed north, and had 
recalled the forces which had entered Hunan. 

Feng Yu-hsiang was officially reported to have withdrawn his troops 
towards Kalgan, leaving Kuyuan in the hands of Liu Kuei-Tang, who 
had joined Manchukuo. 

June 17th.—A new “ Peking Council’ was inaugurated, formed by 
the Nanking Government to stabilise conditions in North China. 

June 18th.—The Legislative Yuan ratified the American loan, subject 
to the condition that the funds be administered by.a commission respon- 
sible for their custody and apportionment, and that the proceeds be used 
only for productive purposes and not for internal military campaigns. 


EXTERNAL AFFAIRS. 

June 12th.—The South-West (Canton) Political Council addressed a 
statement to the League, the Soviet Government, and the signatories 
of the Nine-Power Treaty of 1922 condemning the armistice with Japan 
as a surrender which Nanking could only implement by precipitating 
civil war. 

The Council also protested to the American Famine Relief Com- 
mission against the proposed loan for the purchase of cotton and wheat, 
alleging that it would be used for civil war. It was also reported to have 
accused Mr. T. V. Soong of increasing the national debt by $1,000 million 
to maintain the Chiang Kai-shek dictatorship. 


Czechoslovakia. 
June 7th.—The 16th International Cotton Congress opened in Prague, 
and was attended by some 500 delegates. 


Danzig Free City. 

_ June 19th.—The newly elected Volkstag elected nine Nazis to seats 

in the Senate, out of a total of twelve, with Dr. Rauschning as President. 
June 20th.—The new Volkstag was opened. The Communist Party 

leader was shouted down by the Nazi Deputies, who attended in uniform. 
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France. 

June 7th.—Speaking to the Anglo-American press M. Bonnet said 
that the French and British Governments were in close agreement on 
economic policy, and pleaded for the stabilisation of currencies and the 
reconsideration of War Debts. Was it really desired, he asked, to 
continue the massive payments between nation and nation when the 
Lausanne Conference, on the advice of the most eminent leaders of 
Great Britian and the United States had recognized them to be impossible 
and dangerous, and when it was really impossible to contemplate the 
perpetuation of artificial transfers which corresponded to no form of 
commercial exchange? Did they intend to carry on economic warfare 
on the monetary field while allowing the principal currencies of the world 
to fluctuate in accordance with circumstances or with the monetary needs 
of commercial competition ? 

Conversations on the disarmament position opened in Paris between 
the Prime Minister, the Foreign Minister and others, and representatives 
of the British and U.S. Governments. At the conclusion M. Daladier 
said the other Governments had shown a most friendly desire to meet 
the French point of view, but France had a settled doctrine, which she 
could not give up. 

It was understood in Paris that the Premier had insisted that France 
could not disarm further unless there were a definite and generally 
accepted designation of the aggressor, unless permanent, automatic and 
mobile control of armaments and of the private manufacture of arms, 
both direct and budgetary, were established; and unless there were 
guarantees against the re-armament of Germany. 

The Foreign Minister addressed to the Governments of the Little 
Entente a letter in which the French assurances about the Four-Power 
Pact were put on record. This stated that there could be no question 
of introducing any question of revision, except within the rules fixed by 
Article 19 of the Covenant. Should it become necessary to examine 
the procedure to be applied if one of two States, wishing to raise a terri- 
torial question already settled by treaty, proposed to ask the Assembly 
to discuss this subject on the basis of Article 19, the French Government 
would accept no proposal tending to modify the conditions in which, by 
the terms of the Covenant the Assembly might legally invite members 
of the League to undertake a new examination of treaties which had 
become inapplicable, or of situations which might endanger peace. 

The unanimity of all the members present, necessary for the appli- 
cation of the general principles of the Covenant, would continue to be 
required when the Assembly gave the vote in question. 

June oth—The Government obtained a vote of confidence in the 
Chamber by 406 votes to 185 at the conclusion of a debate on general 
policy. M. Daladier, replying to his critics, reviewed the world crisis and 
said the aims of National Governments were in conflict, and must be 
brought into harmony, and the French Government must help. The 
World Conference was faced with three problems—the monetary, the 
problem of organizing labour and exchanges, and that of co-ordinated 
expansion, best expressed through a policy of national and international 
public works on a large scale. The first necessity was to re-establish 
monetary security, and to this end the maintenance of the gold standard 


was indispensable. 
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France was opposed to any devalorization of currencies, and an artificial 
redistribution of gold would never be agreed to, because it would herald 
an enormous and continued inflation. Under an artificial system the 

old would inevitably return to where it had come from. World prices 
could only be raised by the action of economic factors. 

They would defend the interests of French agriculture, and were 
determined to maintain such protection as was necessary. The agri- 
culturists of the world would have to join in a concerted production 
movement as the only salvation. Universal co-operation was also called 
for in labour questions, and the Government would adhere to the 40-hour 
week if it were adopted by all other countries. Productive public works 
should also be established on an international scale. 

The Government had authorized the initialling of the Four-Power 
Pact and it would be submitted to Parliament for ratification. They 
had not overridden the rights of the Chamber, but it would not have been 
possible to reject the Italian proposal without risking the division of 
Europe into two hostile camps. He thanked Signor Mussolini for his 
courteous collaboration and for the moving words uttered in the Senate. 

There was no question of a directory. Articles ro, 16 and 19 of the 
Covenant remained binding, and in Article 8 there was no question of the 
re-arming of Germany. Their friends had been kept informed throughout. 

June 16th—Dr. Dollfuss arrived in Paris from London and called 
on M. Paul-Boncour and the Prime Minister. 

June 17th—M. Daladier made a statement of the Government’s 
policy at the London Conference in which he repeated that the economic 
problems could only be solved if currencies were first stabilized and a 
return made to the gold standard. “ This preliminary condition is 
indispensable,” he continued, ‘‘ as without it any economic measures that 
may be proposed would be absolutely useless.’’ The conditions of 
production and consumption had been so much upset that the automatic 
lapse of quotas and Customs tariffs could not even be contemplated until 
the various forms of production had been organised on a rational basis, 
beginning with the primary products of agriculture. Exporting countries 
would do well to regulate their output in such a manner as to decrease 
their exports. In exchange, they should be able to obtain compensation 
in the form of commercial agreements based on quotas ; by these means 
a system of regional arrangements might be achieved. 

June 20th.—A supplementary Trade Agreement was concluded with 
Austria, designed to facilitate the settlement of commercial payments. 


Germany. 

June 8th.—An announcement was made by the Reichsbank declaring 
a general moratorium on all credits given to Germany before July, 1931, 
on the ground (according to Dr. Schacht) that the financial situation had 
been caused by the banking crisis on that date. The moratorium was 
to come into force on July Ist; it applied to approximately 17,300 
a marks of liabilities. Existing standstill agreements were not 
affected. 

Dr. Schacht issued a statement that, in order to make it quite clear 
that the suspension of transfer was a purely economic measure resulting 
from the Reichsbank’s lack of the means of foreign payment, and in no 
way denoted a suspension of the payments of private debtors, the Govern- 
ment had passed a law to the effect that the German debtors were bound 
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to continue making their payments in marks. A special conversion office 
would administer the accumulating marks until sufficient foreign 
exchange was again available to enable outstanding transfers to be 
made. 

The Nazi Commissioner for Prussia announced that criticism of 
Government measures would be in future regarded as a “ disguised form 
of Marxist or anti-State propaganda and dealt with accordingly.” 

A further law against “economic treason ’’ was promulgated pro- 
viding for heavy penalties upon Germans evading the obligation to 
declare all their property or capital abroad above the value of 1,000 
marks, or foreign exchange in their possession in Germany. 

June 10th.—Serious clashes occurred in Munich between Nazis and 
members of the Roman Catholic apprentices and journeymen’s societies 
holding a congress attended by Herr von Papen and the Bavarian 
Economic Minister. The Nazis accused clerical leaders with making 
statements, during a procession, uncomplimentary to the Chancellor. 

Many of the delegates were assaulted, and one priest died of his injuries. 
Roman Catholics who were wearing the orange shirt of the organisation 
known as Kolping were stripped to the waist. The Ministry of the 
Interior had issued an order prohibiting the wearing of the orange shirts 
(the uniform of the societies) on the ground that they resembled the 
Nazi brown shirts. The order was, however, not made known to the 
delegates at the congress until late at night, after meetings had been in 
progress for some time. 

All branches of industry were reported to have received, since June Ist, 
a circular notification of its readiness to contribute to a fund for paying 
off the debts and covering the upkeep of'the Nazi Party. In general, the 
subscription of a firm or employer was to be $ per cent. of the total wage 
bill for the year. 

June 11th.—The Roman Catholic Bishops issued a Pastoral Letter in 
which they declared they were far from underestimating the national 
awakening of the country. Roman Catholics in Germany had no need 
to adopt a new attitude towards the Fatherland, but, at the utmost, 
must continue what they had already acknowledged and fulfilled as 
their national and Christian duty. They expressed their deepest sym- 
pathy with all who had suffered through the revolution ; and expressed 
their opinion that race alone was not a sufficient basis for national unity. 
Racial discrimination must lead to injustice. 

June 12th.—In a speech at Kénigsberg, Dr. Goebbels said the whole 
nation must understand that the Nazi party would never be content 
until all Germans recognised that Herr Hitler and his associates 
were their truest counsellors. All the forces of public life were 


subordinate to the State, and forces which did not thus subordinate | 


themselves would be ruthlessly brushed aside. 

He assured the nation that his Government and his party did not 
insist on uniformity of views and opinions, but discussion of economic 
or cultural problems must be within certain limits, while the State as such 
must not be attacked. Freedom of the press, as understood under liberal 
systems, was practically intellectual anarchy. 

June 13th.—The Bavarian Minister of the Interior issued an order 
prohibiting all processions and public and private meetings, except those 
licensed by the political police. 
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The leader of the Lower Bavarian peasants’ organisation, a B.P.P. 
deputy, was assaulted and seriously injured by Nazis at Landshut. 

June 14th.—Dr. Wasserback, Press Attaché at the Austrian Legation, 
was arrested at his house at night. The Legation was informed that 
the German Government considered him an undesirable person and 
wished for his immediate recall by the Austrian Government. 

The Government issued a statement reading, “‘ the Austrian Govern- 
ment has committed a serious breach of international law in that it 
simply ignored the formal communication, made in a perfectly correct 
manner, of the appointment of Herr Habicht to the German Legation 
in Vienna. Moreover, while this question was being discussed with the 
German Government, it proceeded with forcible measures and domiciliary 
visits against the German Press Attaché and arrested him. 
Consequently, the Government was compelled to demand that the Press 
Attaché should leave Germany at once. 

Dr. Wasserbaéck was understood to have communicated with Dr. 
Dollfuss by telephone and to have only surrendered to force majeure, 
on the Chancellor’s advice. 

The Conference of Nazi leaders in Berlin, attended by Herr Hitler, 
telegraphed to Herr Habicht and the Austrian Nazi Party to express 
appreciation and sympathy for “all party comrades who have been 
thrown into prison by a crazy system in disregard of all justice. 

June 15th.—Dr. Goebbels made a statement to the British press 
regarding the relations with Austria in which he defended the imposition 
of the 1,000 mark visa by saying it was not a measure of retaliation, but 
was merely to prevent incidents leading to diplomatic complications 
which would be inevitable so long as the same symbols, e.g., the swastika, 
were State emblems in one country and opposition emblems in the other. 
But the Austrians had taken it otherwise and had uttered threats against 
German Ministers. The'Austrian Nazis had, he claimed, preserved the 
strictest discipline. 

June 16th.—Dr. Gereke, former Commissioner for Employment, was 
sentenced to 24 years imprisonment for embezzlement. 

Meeting in London between Dr. Schacht and committee of holders of 
German bonds. (See Great Britain.) 

Memorandum presented ve claim for colonies in Africa. (See Great 
Britain, World Economic Conference.) 

June 17th—An Englishman named Harcourt was arrested at Offen- 
bach for making insulting remarks against the Government. 

It was stated in Berlin that Herr Hugenberg’s memorandum to 
the Chairman of the Economic Committee of the World Conference 
contained only his personal views. Its text had not been laid before 
the other members of the delegation before its publication. 

June 18th.—A letter addressed to the plenipotentiaries of the Evan- 
gelical Churches by Dr. Miiller was published. (Dr. Miiller had been put 
forward by the Nazi ‘‘ German Christians ”’ as candidate for the post of 
Reich Bishop.) This stated that, in the writer’s view, Dr. von 
Bodelschwingh had been designated by the three plenipotentiaries as 
Bishop, but a recognised office of Reich Bishop did not exist as long as the 
constitution of the single Evangelical Church was not in force. This 
constitution required the assent both of the members of the Church and 
of the Reich. 

Steel Helmet groups in Brunswick and in East Prussia were dissolved 
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by order of the State Governments on the ground that they had been 
enlisting ‘“‘ Marxist and Communist elements.” 

June 19th.—Following the conference of Nazi leaders in Berlin a 
statement of the aims of the “ Third Reich” was published. (The 
statement was made to a meeting of officials in Wiirttemburg by the 
President of the Diet, who had attended the Conference.) There were 
5 main points: (1) the principle of totality was to be followed, involving 
the absorption of all the remaining bourgeois parties as well as the 
dissolution of the Marxist ones ; (2) the ‘ cutting of every international 
tie whatsoever,” including the intellectual ties of Jewry and Freemasonry ; 
(3) the surmounting of the gulf between castes, classes and occupations | 
and the religious confessions, and therewith the creation of the people’s 
commonwealth ; (4) the abolition of the liberal and capitalist economic 
system ; (5) the abolition of the parliamentary-democratic system. 

Demonstrations were held in many towns against the recognition of 
Dr. von Bodelschwingh as Primate, and for the appointment of Dr. 
Miller. 

Dr. Bolz of the Centre Party, and former State President of 
Wiirttemberg, was arrested for making remarks considered to be directed 
against the Nazis. 

Withdrawal of delegation from I.L.O. Conference. (See League of 
Nations, International Labour Office.) 

A meeting was held in Berlin University for a demonstration 
in favour of the Nazi group of ‘‘ German Christians.’’ It ended 
by the majority of the students walking out when a resolution supporting 
the candidature of Dr. Miiller was submitted. 

June 20th.—The Diisseldorf Stahlhelm League was prohibited by the 
President of the administrative district, on the ground that many 
“ politically untrustworthy ” persons had been admitted. 


Great Britain. 

June 8th.—A despatch from the Foreign Secretary to the Ambassador 
in Rome on the “ Agreement of Understanding and Co-operation between 
France, Germany, Italy and the United Kingdom ” was published as a 
White Paper, Cmd. 4342. The despatch was dated June 7th, and in it 
Sir John Simon, after describing the conversations with France and 
Germany said, “ Throughout the negotiations we have made it clear that 
the proposed agreement should in no sense be regarded as a substitute 
for, or as set in opposition to, the Covenant of the League. It is not a 
piece of rival or competing machinery, but is framed for the purpose of 
operating within the ambit of the Covenant and in fulfilment of its 
object ... The methods and procedures which may fall to be studied 
or adopted under the agreement are strictly in accordance with the spirit 
of the Covenant.” 

The agreement had never been intended to involve any attempt by 
the four Powers to establish themselves as a kind of directory in Europe. 
They had throughout been concerned with the valuable lesson which 
would be taught by the spectacle of friendly co-operation and neighbourly 
understanding between the four States; and Sir John Simon referred to 
the last part of the preamble to the Pact, stating that they were “ mindful 
of the rights of every State, which cannot be affected without the consent 


of the interested party.” 
In conclusion, the despatch emphasised that the adherence of the 
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Government to the Pact did not imply any extension of the obligations 
of the U.K. in European affairs, and the words used in the Foreign 
Secretary's speech in Parliament on May 26th were quoted. 

June oth.—In a statement to the press Mr. Cordell Hull said that if 
there was not enough statesmanship in the Conference to make substantial 
progress in dealing with the economic evils of the world, it would be a sad 
day in the history of their generation. He suggested that the achievement 
of stability of currency would not be efficacious so long as the sky-scraping 
barriers to trade were left intact—commerce would be as helpless to cross 
international boundaries as it would be if there was no money or other 
means of exchange. 

The impediments could be divided into two groups ; trade barriers, 
including excessive tariffs, quotas, embargoes, etc., and currency depre- 
ciation, exchange restrictions and monetary insecurity generally. The 
Conference would have to visualise the entire picture. 

As to tariffs, Mr. Hull said the result of every country damming up its 
own domestic productions was the fall in the level of commodity 
prices. If the Conference could re-adjust the exchange structure, that 
would make possible the free movement of capital and commerce, and 
provide facilities for settling trade balances. 

June 14th.—Mr. Chamberlain announced in the House of Commons 
that the Government was making an immediate payment of $10 million 
in silver to the U.S. Government, as an acknowledgment of the War 
Debt instalment of $75 million due the next day, pending a final settlement. 
The silver had already been bought from the Indian Government. 

In explaining the reasons which had led to the offer of a token payment 
the Chancellor called attention to four considerations; that some 
settlement was necessary if the Economic Conference was to succeed ; 
if no settlement was made the Lausanne Agreements would lapse, with 
disastrous consequences ; if they simply paid again, there was no reason 
why they should not be called on to go on paying for ever; and, they 
could not contemplate repudiation. 

Payment was to be made at 50 cents an ounce (the price at which the 
Farm Relief Act authorised the President to accept silver up to a total of 
$100 million). 

A White Paper was published, Cmd. 4353, giving the text of the 
Notes exchanged with the U.S. Government re the Debt payment. 
These were the U.S. Note of June gth, the telegram from London to the 
British Ambassador of June 13th, the latter’s reply of June 14th, and the 
statement issued by President Roosevelt on June 14th. 

Mr. Chamberlain’s statement of the Government’s policy. (See World 
Economic Conference.) 

June 16th.—A meeting took place in London between Dr. Schacht 
and the committee of British holders of German bonds, representatives 
of other long-term creditors, and of the Bank for International Settle- 
ments, in order to discuss the principles which should govern the applica- 
tion of the transfer moratorium to German securities. (The moratorium 
was to begin on July 1st.) It was also understood that the “ standstill ”’ 
creditors for short-term loans had agreed to a modification of the 1933 
agreement whereby all repayments of capital were to be temporarily 
postponed and the rates of interest payable slightly reduced. 

June 20th.—The King of Irak arrived in London as the guest of the 


King and Queen. 
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Dr. Schacht left for Berlin, having, it was understood, carried the 
negotiations regarding Germany’s loan position to the point that he had 
undertaken to modify the projected moratorium to the extent of according 
priority to the Dawes and Young Loans, in the event of there being foreign 
exchange wherewith to pay. 


WorRLD EcoNomic CONFERENCE. 


June 12th.—The World Economic Conference was opened by the 
King, in a speech which was broadcast round the globe. His Majesty 
said it was the first time in history that any Sovereign had presided at 
the opening of a conference of all the nations of the world. The League 
of Nations had convened the Conference, and without the League, and 
without its ideals he doubted whether that great meeting could ever have 
taken place. 

Mr. MacDonald, as President, opened the session with a speech in 
which he outlined the manner in which the machinery of international 
commerce had been steadily slowed up, and referred to the increase in 
the burden of world indebtedness, resulting from the great fall in prices 
since 1929. In some countries national income had declined by 40 and 
50 percent. Trade had, in value, dropped to half, and the gold standard 
had had to be deserted more generally than had been the case in time of 
peace since it was erected. 

The Conference was not constituted in such a way as to consider and 
settle War Debts, but they would have to be dealt with before every 
obstacle to general recovery had been removed. The question must be 
taken up without delay. The Conference was a sequel to the work done 
at Lausanne the previous year. 

The situation as regards international commerce could not be left 
to right itself. Nations pursuing a policy of national protection had 
been driven to resort to measures, which, while offering some temporary 
relief, added to the general stagnation of world trade. A purely national 
economic policy, by impoverishing other nations, impoverished those 
who pursued it. No nation could permanently enrich itself at the expense 
of others. The nearer they could make the world an economic unit the 
better would it be for each nation. 

They had not come to discuss mere economic theories and generalities 
but to make practical proposals to meet urgent necessities. 

June 13th.—The Conference Bureau decided to set up two general 
Commissions—Monetary and Economic. 

The first speaker in the Conference was M. Daladier, who said one 
of their first tasks must be to put an end to the currency war, to the 
instability of currencies, and to afford to international trade the essential 
safeguard of currency security. The maintenance and restoration of 
freedom in the movements of gold appeared to France essential. It was 
necessary to organise and supervise agreements between producers 1n 
order that their work might be carried out in a rational way—proauction 
must be adjusted to the real possibilities of consumption. This must 
be supplemented by a great effort in the organisation of labour and 
power, and especially by the introduction of an international framework 
of the reduced working week—for instance, to 40 hours. 

Signor Jung said there was a preliminary problem—the War debts, 
coming before those grouped under the three headings of raising of price 
levels, stabilisation of currencies and removal of trade barriers. An 
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armistice had been signed at Lausanne, and this debt must at last find 
a final settlement of peace. ‘“‘ We cannot discriminate among our 
problems,” he added, “‘ it is necessary to solve them all by simultaneous 
action, taking into account the repercussions of each solution on the 
others.” 

Monetary manceuvres not only would not cure the evil—it was rooted 
outside the monetary field—but would make it worse in the end for all. 
The essentials for recovery were: international co-operation—the 
stability of co-operation was insured by the stability of currencies, which 
must be founded on a universally accepted basis ; and credit policy, as 
to which they were convinced that the creation of elusive values could 
not replace the function discharged by real wealth, produced by work 
and savings. It was not logical to deplore an excess of productive 
equipment and at the same time to promote an expansion of that equip- 
ment by various injections of credit. 

General Smuts said that if the Conference failed he feared for the 
future of civilisation itself. The Lausanne Conference, a year previously, 
had recommended the Conference as a matter of urgency ; it had also 
placed the gravest responsibility where it belonged—on the shoulders of 
the United States. The United States failed to fall into line. Meanwhile 
the great industrial and banking crisis had shaken her whole economic 
system to its foundation. No sooner had the position been more or less 
stabilised than another crack appeared in the financial structure—in 
Germany. 

Swift and effective action was now imperative ; fortunately they need 
not waste time over reparations or War debts—the Lausanne decision 
would stand and it would be inconceivable that those questions could be 
reopened. They had long enough been allowed to put sand in the 
machine of international finance, and they might safely assume that that 
chapter was ended. 

He suggested that two technical expert committees should be 
appointed, one financial or monetary, and the other economic. Political 
difficulties should be left to the politicians, and the expert committees 
should confine themselves to dealing with the real merits of the economic 
questions and not be deflected from this by political considerations. 

Viscount Ishii said that great importance was to be attached to the 
restoration of the gold standard, and Japan would cooperate for its 
eventual realisation. They were also ready to consider appropriate 
measures for the obviation of exchange fluctuations as an interim step, 
and also concurred in the view that a policy of cheap money and free 
credit should be pursued internationally. They approved of instituting 
a tariff truce, and thought it highly desirable that there should be an 
unrestricted application of the most-favoured-nation clause. 

Baron von Neurath said that Germans had to adopt the point of view 
that only a clear understanding of the situation of the German nation, 
which was struggling hard to put its own house in order, could create the 
night spirit for the selection of those remedies which had to be applied to 
master their situation. 

In their opinion, the economic problems, particularly those connected 
with commercial policy, could not be solved until a satisfactory agreement 
had first been reached on the fundamental principles of the credit and 
financial problems. 

Nations and Governments would not be able to achieve the solution of 
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questions such as restoring the free circulation of gold unless the great 
political problems awaiting solution were settled. Germany could claim 
to have made her full contribution to the re-establishment of confidence : 
they had given a new impulse to the Disarmament Conference by accepting 
Mr. MacDonald’s plan, and had done this in spite of the fact that the 
fulfilment of assurances they were entitled to claim was not yet visible. 

M. Koc (Poland) urged that the stabilisation of currencies was of 
fundamental importance—they should begin by stabilising those of the 
Great. Powers, followed by the re-establishment of the free working of 
the gold standard. 

June 14th.—Dr. Dollfuss, putting the case for Austria, pleaded for 
“loyal co-operation and good-will” between nations, without which 
they would never be able to work their way out of the crisis, 
because also in the economic sphere Schiller’s lines held true that “ the 
best man cannot live in peace if his wicked neighbours do not leave him 
in peace. 

Mr. Chamberlain made a declaration of British policy in which he 
began by referring to the necessity of a recovery in the price level as a 
condition of preventing intolerable suffering everywhere. The final 
settlement of reparations and war debts was also essential if the measures 
taken in other fields were to be effective. 

Credit would have to be made available by a policy of cheap money, 
and that credit must be actively employed. The Central Banks should 
undertake to cooperate to secure the monetary conditions required for a 
rise in prices, and the wider extension of open market operations by those 
banks should be developed. 

They recognised the importance of exchange stability ; and this 
should be attained in two stages. First, approximate stability, so that 
trade should not be hampered by violent fluctuations ; as to the second, 
the U.K. delegation endorsed the view that the ultimate aim of monetary 
policy should be the restoration of an international standard, and the 
gold standard seemed to be the most generally acceptable. 

The conditions under which they could return to it were: (1) a rise 
in the level of wholesale prices sufficient to restore equilibrium between 
prices and costs; (2) an adjustment of the factors which caused the 
breakdown of the gold standard, and which included the disturbances 
due to reparations and war debts and the obstacles caused by tariffs, 
quotas, restrictions, etc. 

Three reforms in the working of the gold standard seemed essential— 
the withdrawal of gold from internal circulation and its use only for 
settling international balances ; the reduction in the legal proportions of 
gold Central Banks were required to hold; and a closer permanent 
cooperation between Central Banks. 

A reduction of excessive Customs tariffs was essential and this could 
best be achieved by bilateral negotiations which took detailed account 
of the particular trade relations of the respective countries. Such re- 
ductions would be given the fullest effect by the application of the most- 
favoured-nation clause. But this treatment could not be maintained 
to countries now enjoying its benefit unless they were willing to adopt 
a reasonable policy in framing their own tariffs. 

Great Britain was strongly in favour of abolishing all arbitrary import 
quotas, and of securing the reduction and eventual abolition of shipping 


subsidies. 


”? 
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Mr. Chamberlain’s declaration was published as a White Paper, 
Cmd. 4357. 

Mr. Cordell Hull denounced the isolationist idea that each nation 
could “ by boot-strap methods ”’ lift itself out of its troubles. Economic 
nationalism had used every known method of obstructing trade, and its 
strangulation revealed a “‘ most tragic phase of this short-sighted and 
ruthless policy.”” The Conference must proclaim that economic nationalism 
was a discredited policy. 

He advocated the immediate general adherence by all the participating 
Governments to the tariff truce, and said the U.S. delegation was prepared 
to offer concrete suggestions in regard to the questions of establishing a 
permanent international monetary standard and of removing restrictions 
on foreign exchange dealings ; also of removing all excesses in the structure 
of trade barriers, and getting rid of unfair trade methods and 
practices. 

After statements had been made by M. Hymans (Belgium) and M. 
Imredy (Hungary), M. Litvinoff hinted that, given lengthened credits, 
normal conditions for Soviet exports and other favourable factors the 
Soviet Government might agree to place orders abroad in the near future 
to a sum of about $1,000 million. He did not believe in the adequacy 
of the methods suggested for fighting the crisis; (limitation of output, 
tariffs, methods of raising prices, etc.), it would be better to concentrate 
upon the potential absorption of the stocks which were exercising pressure 
on the markets, and upon attempts to enable the industries making the 
means of production to increase the use of their capacity. 

He had already had occasion to recommend economic disarmament 
and to propose the conclusion of a pact of economic non-aggression. 
Unfortunately this proposal “ was itself the victim of aggression, taken 
prisoner, and thrown into a dungeon—one of the League of Nations’ 
Commissions.”” It was to be hoped the Conference would convert the 
tariff truce into a prolonged peace, and one way of doing that might be 
to release the Soviet proposal. 

The attitude of the capitalist world to the State of 170 million people 
which had adopted the Soviet system and was endeavouring to bring 
about socialism, was one factor in the creation of political uncertainty, 
and he described the bringing about of Socialism as “ the realization of a 
period which would make all international wars and economic crises an 
impossibility.” 

The Argentine, Czechoslovakian and Netherlands delegates then spoke, 
M. Benes explaining that he also represented the views of Rumania and 
Yugo-slavia. 

June 15th.—The two committees met, the Economic Committee under 
the chairmanship of M. Colijn, and the Finance Committee with Mr. Cox 
in the chair, M. Bonnet being appointed rapporteur. Mr. Cox stated 
subsequently that as a result of his conversations with M. Bonnet, he was 
certain that there was no essential divergence in their views in regard 
to restoring financial and monetary order in the world. 

Speaking in the Conference, Mr. Bennett (Canada) said he was in 
agreement with the British programme and urged that at the earliest 
possible moment the United Kingdom and the U.S.A. should reach an 
agreement upon a de facto stabilisation of their exchange rates, to 
“stabilise their currencies in relation to each other and, if a common 
price-raising policy can be agreed upon, in relation to the gold franc.” 
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He also declared that the accumulated “ carry-over” of 350 million 
bushels of wheat could be dealt with only by international agreement. 
Mr. Forbes (New Zealand) agreed with the British statement of policy 
and said it seemed certain that, unless commodity prices could be raised 
so as substantially to reduce the real burden of existing debts, public and 























































private, there must be a general scaling down of these. He regarded the 8 
problem as of such pressing and general concern as to warrant the con- a 
sideration of the Conference, and also urged that it should move towards 0 
ensuring equitable shipping conditions, including the right for all ships a 
to compete in trade which was not merely local or coastwise. b 

Mr. Connolly, Irish Free State, urged that unorthodox ideas should 
not be shut out from the Conference, and asked for an intelligent plan or Sa 
series of plans not for the worship of work, as work, but to guide them st 
in the division of work. The Conference should face the whole problem 
of the readjustment of labour and the social evils of unemployment. H 

Mr. T. V. Soong pointed out that China offered the greatest possible 
opportunity for the productive employment of capital, and referring to a 
the question of silver, said that more important than an increase in its sti 
value was stability and he hoped that stabilisation might be found for fo 
silver as well as for gold. his 

Dr. da Matta said Portugal was preparing the way for a return to the rot 
gold standard, and Tewfik Rustu bey said Turkey had to rely on the cu 
Customs for much of her revenue, but would take steps towards abolishing th 
quotas. 

The Soviet delegation submitted a draft resolution that the Govern- cot 
ments represented should agree to withdraw reciprocally all the legislative ma 
and administrative measures already passed and still in force having to 
the nature of economic aggression or discrimination against any one rec 
country. ' COV 

In a statement to the press M. Bonnet said that a return to monetary 
stability was the indispensable condition of that return of confidence tha 
which alone could put an end to the crisis. abo 

In a statement broadcast to the American people, Mr. Hull gave an lav 
outline of the work to be done, both in correcting inordinate tariffs and whi 
stabilising exchanges and said ‘“‘ we should neither expect to protect a 
limited number of inefficient industries the products of which are not I © 
important in volume or equal in excellence to what our foreign customers disc 
offer nor to insure at the other end of the economic scale monopolies, with Con 
monopoly profits, to the detriment of the interest of the consumer. In Mr. 
short, the tariffs should be so adjusted as to bring to us a character of effec 
foreign business that will aid the general prosperity instead of coddling one 
industries incapable of definite expansion whose only real asset is a for ; 
unsurmountable tariff wall.” mad 

June 16th.—The Chairman of the Economic Committee received a The 
memorandum from Herr Hugenberg, as a member of the German with 
delegation, putting forward a claim for colonies in Africa. inter 

It was announced in the Conference that 41 nations had assented to by o 
the tariff truce. L 

June 17th.—A plan for temporary currency stabilisation, drawn up 4) 2 
in London by the representatives of the Federal Reserve Bank of New iol di 
York, the Bank of England, Bank of France and the Treasuries of the res 
three countries, was submitted to the American President, but not @ 
accepted by him. Its acceptance would have involved an engagement @ > 
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by the U.S. Government not to resort to the powers of monetary inflation 
vested in the President by Congress, and would have required the creation 
of an American Equalisation Fund. 

A document was published signed by Senator Hull, purporting to 
give the proposals of the U.S. delegation, including suggested multilateral 
agreements on a Io per cent. horizontal reduction of all tariff duties as 
of June 12th, 1933, a corresponding “‘ liberalization ’’ of import restrictions, 
an extension of the existing tariff truce, and a formal encouragement of 
bilateral tariffs on the unconditional most-favoured-nation principle. 

Senator Pittman made a statement disavowing the proposals and 
saying that no such proposition as the cut of Io per cent. in tariffs had been 
submitted by the delegation. 

Herr Hugenberg left London for Berlin. Statement in Berlin re 
Herr Hugenberg’s memorandum. (See Germany.) 

June 19th.—Senator Pittman submitted to the Monetary Commission 
a resolution the opening clauses of which affirmed the necessity of prompt 
stabilisation and a return to a gold standard. It included proposals 
for the remonetization and stabilization of silver, and he explained that 
his plan would mean that all Governments would use gold as a measuring 
rod in international exchange, “ that is, gold will measure the value of 
currencies only in buying in foreign countries.’’ Any country adopting 
the gold reserve system might carry a part of this reserve in silver. 

The resolution provided that the chief silver producing and using 
countries should seek an agreement to limit arbitrary sales on the world 
market ; to prevent further debasement of their subsidiary silver coinages; 
to remonetize these coinages up to a fineness of at least 800; and to 
recommend to the central banks to agree that 80 per cent. of their metal 
cover should be in gold and 20 per cent. optionally in gold or silver. 

Speaking in the Economic Commission, Mr. Runciman made it clear 
that the British Government was unfavourable to multilateral agreements 
about tariffs, and not disposed to facilitate them by waiving the most- 
favoured-nation clause. They believed in bilateral agreements, through 
which they had succeeded in reducing tariff barriers to some extent. 

June 20th.—Mr. Chamberlain made a statement in Sub-Commission 
1 of the Monetary Commission, and Sub-Commission 2 began the 
discussion on the U.S. resolution on gold and silver. The Economic 
Commission discussed the co-ordination of production and marketing. 
Mr. Chamberlain’s statement was accompanied by a resolution to the 
effect that in order to obtain a recovery in prices monetary action was 
one of the essential factors, and ‘‘ the fundamental monetary conditions 
for a recovery of prices are that cheap and plentiful credit should be 
made available, and that its circulation should be actively encouraged. 
The central banks of the principal countries should undertake to co-operate 
with a view to securing these conditions and should announce their 
intention of pursuing vigorously a policy of cheap and plentiful money 
by open market operations.”’ 

The Chancellor explained that the resolution raised three points : 
(t) Deflation must cease, (2) Money rates of the principal countries must 
be cheap, (3) There should be co-ordinated action on the part of the 
leading central banks by open market operations. The policy of easy 
money required that there should be an abundant supply of short-term 
money as well as cheap rates. Also, as far as market conditions permitted, 
an open market policy should be maintained to supply ample credit. 
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The Indian and Dominion delegates spoke in support of the resolution 
but Dr. Pospisil (Czechoslovakia) said he would find it difficult to accept 
the loose and brief wording regarding deflation, because to say it must 
cease was close to saying that inflation should begin. 

Sub-Commission 2 agreed to the first two paragraphs of the Pittman 
resolution. Lord Hailsham proposed an addition to the first paragraph 
stipulating that the period and conditions of a return to the gold standard 
should be settled by each country, and to this Senator Pittman agreed. 
The Senator was appointed chairman of the sub-committee on silver. 

An official U.S. statement was issued acknowledging the Pittman 
proposals as approved by the delegation and by President Roosevelt, 
but declaring them subject to both amendments of form and to 
reservations. 

The Brazilian delegation circulated a statement setting out its 
Government’s position as regards tariffs, foreign debts, etc ; and stating 
that it was ready to examine any proposals for the reduction of tariffs 
by means of the conclusion of bilateral agreements of reciprocity, provided 
that such agreements did not exclude the most-favoured-nation clause, 
and that account were taken of the essential needs of the Treasury, as 
well as of the minimum of protection indispensable to the agriculture and 


industry of the country. 


Greece. 
June 6th—An attempt was made on the life of M. Venezelos. He 
was unhurt, but Mme Venezelos was wounded. 


Hungary. 
June 17th.—General Gémbés visited Berlin, where he called upon 


Herr Hitler. 


Italy. 

June 7th—The Four-Power Pact was initialled in Rome by Signor 
Mussolini and the British, French and German Ambassadors. A protocol 
was also signed by all four representatives, recording that the project 
had been initialled ne varietur, and agreeing that the Governments should 
proceed as soon as possible to the formalities of signature. 

In a speech in the Senate, Signor Mussolini emphasised that the 
Pact was directed against nobody and was intended to assure the peace 
of Europe for 10 years. He made it clear that notwithstanding the 
modifications, the fundamental principles of the original text had been 
’ maintained, and made a special point of denying rumours that France 


had ever tried to “‘ torpedo” the project. 
The Duce expressed confidence that Franco-Italian relations would 


now be put on an entirely different footing. The problems dividing the 
two countries were not insuperable, and could now be examined in the 
light of the better atmosphere created by the Pact. 

On the subject of treaty revision, he referred to the speech of Dr. 
.Benes who, he argued, had not categorically rejected the principle of 
revision, but on the contrary, had accepted it upon the fulfilment of 


certain specified conditions. 
The origin of the Pact, he explained, dated back to the Locarno 


Treaty and his speech at Turin on October 23rd, 1932, and it was above all 
the continuation and development of the spirit of understanding between 
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States exemplified in the Pact of Locarno, in which the position of the 
four Powers was clearly defined ; but European policy had only too often 
strayed from the logical consequences of that Pact. It was time that the 
four Powers should revert to the principles of 1925, and undertake to 
collaborate and agree among themselves on all questions that regarded 
them. They should also do their utmost to realize a policy of effective 
collaboration with other Powers. “ This is, in fact, the understanding 
which the new Pact solemnly consecrates in Article 1, which constitutes 
its fundamental point, and from which the succeeding Articles derive and 
with which they are connected.” 

There was no intention of a definite hierarchy among the States, but 
such a hierarchy did, in fact, exist as regarded the four great Western 
States under such an eminently democratic institution as the League, 
where they had permanent seats on the Council. 

Revision by force was never part of the original project, but ever 
since the War the treaties had been gradually undergoing adaptation, 
and it would be dangerous to ignore the existence of such a process, 
which had often developed under much greater difficulties than would 
a found in an atmosphere of greater reciprocal trust and under- 
standing. 

The Pact thrust aside all idea of opposing groups and sought to 
conciliate the interests of the individual States with the supreme common 
interest of all—i.e., the consolidation of peace and the possibility of 
reconstruction. 

After referring to the friendly attitude of Mr. MacDonald and Sir John 
Simon, the Duce said that M. Daladier had never refused to consider the 
Italian initiative, and France had given an example of collaboration on 
the European plan for which it was necessary to give her credit. “‘ In 
this improved atmosphere . . . a rapid liquidation of certain 
particular questions dividing France and Italy, as also of other questions 
which may interest Germany and France, is perfectly possible.”’ 

By authorising the signature of the Pact Herr Hitler had given 
concrete proof of the intentions of his Government; thus Germany’s 
desire for peace had been solemnly reaffirmed. It was necessary to 
remember that there was now in course of development there a profound 
revolution which was not only national, but social, and to attempt to 
judge Germany by the measure of pre-war Germany was, to say the least, 
risky. 
The Pact was imbued with the idea of collaboration with all other 
States, in Europe and outside, and in particular with the United States, 
without whose support the solid and constructive work of political 
pacification and economic restoration of the world was not possible. 
As for the League, it would be helped and not hurt by this methodical 
collaboration between the permanent members of its Council. 

The French Professor, M. Eydoux, who was sentenced for espionage 


on February 4th, was pardoned. 
Japan. 
June 8th—The Japanese spinners decided to boycott Indian raw 
cotton. 
Latvia. 


June 14th.—It was understood that the Government had decided not 
to pay the instalment of War Debt due to America the following day. 
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League of Nations. 

June 7th.—The Secretary-General received a Note from the Paraguayan 
Government expressing willingness to suspend hostilities against Bolivia 
and to accept an enquiry by the League into the responsibility for the 
fighting. 

The Advisory Committee set up on February 24th to consider the 
question of the attitude of the League towards Manchukuo adopted 
a report providing for action to prevent recognition of the new régime 
in all spheres of international activity. 


DISARMAMENT CONFERENCE. 

June 7th—The General Committee concluded the discussion on the 
manufacture of and trade in arms. The Italian delegate said the French 
proposals would alter the principle of the British draft and if they were 
adopted Italy would have to reconsider her attitude towards it. 
Mr. Sato also opposed international control. Herr Nadolny said he could 
not accept the prohibition of private manufacture, but would agree to 
“some control ’’ if it gave equal treatment to State and private manu- 
facture. 

Mr. Eden made several reservations regarding the French amend- 
ments and said it would not be fair to prohibit private manufacture while 
State manufacture remained free. He advocated a strict system of 
control by licence and publicity of manufacture, to be applied by the 
national Governments. 

He considered the system of quotas proposed (by France) would 
advantage the countries possessing large stocks, and he concluded by 
saying that the greater the measure of disarmament achieved, the less 
serious the problem of private manufacture would become. 

June 8th.—In the General Committee Mr. Sato said that before Japan 
could agree to the abolition of bombing all aircraft carriers would have 
to be abolished. Mr. Carr replied that Article 33 of the British draft 
provided that it would be the duty of the Permanent Disarmament 
Commission to examine all the technical naval points which were to come 
up for consideration in 1935, and these included the Japanese proposal 
for the abolition of aircraft carriers. Its discussion was, therefore, fully 
provided for, and introduced now it would complicate the quite different 
issues involved in Article 34. 

The Committee adopted a draft resolution showing that it had shown 
its unanimity in favour of publicity in regard to armaments expenditure. 


INTERNATIONAL LABOUR OFFICE. 

June oth—The Workers’ Group of the International Labour Con- 
ference decided not to admit the German and Italian ‘“ workers’ ” 
delegates as workers’ representatives to the various committees of the 
Conference. . 

Dr. Ley protested against this, and he and the Italian delegate 
appealed to the Selection Committee, and the latter decided by 9 votes 
to 6 to admit Dr. Ley as a workers’ representative. Nine Governmental 
delegations (including Britain and France) abstained. 

June 13th—The Conference, by 95 votes to 26, decided that the 
Italian proposal for a 40 hour week was a suitable subject for a draft 
convention, but it rejected; by 69 votes to 55, the motion for holding a 
special discussion on the proposal during the course of the year. It 
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agreed, by 86 votes to 22, to draw up a questionnaire and to consider, 
in 1934, in the light of replies, what action should be taken. 

June 19th.—The German delegation announced its intention to leave 
the Conference owing to the “ serious affront ’’ it considered itself to have 
suffered by the attitude of the workers’ group. (On June 15th, the group 
issued a statement referring to the “ low-down insults”’ alleged to have 
been offered by Dr. Ley.) 


Paraguay. 
June 7th.—Note to League re conflict with Bolivia. (See League of 
Nations.) 


Poland. 

June 14th—The Government informed the U.S. Government that 
conditions had not changed since December 8th, 1932, when a Note was 
presented asking for a postponement of payment against the War Debt, 
and asked, therefore, for a further postponement. The Government 
expressed willingness to discuss the debt problem with the U.S. Govern- 
ment. (The instalment due on June 15th was $3,500,000.) 


Rumania. 

June 6th—The Agrarian States Conference ended after passing 
resolutions demanding the abolition of inter-Governmental debts, the 
rearrangement of monetary stabilisation, restoration of freedom of 
exchange operations, abolition of prohibitions and restrictions and the 
extension of preferential tariffs. 

The six States considered the time opportune for the realization of 
the projects for public works under the League: they did not consider 
that they should curtail production, since none of them had increased the 
areas under cultivation. They also demanded that industrial countries 
should import a fair share of the products of agrarian States and renounce 
the idea of artificial self-sufficiency from the agrarian point of view. 


Spain. 

June 8th—At a Cabinet meeting the Prime Minister asked the 
President for permission to appoint a new Minister of Finance (Senor 
Carner having been seriously ill for some time) and on the President 
replying that he must consult the leaders of the Republican parties, the 
Prime Minister resigned, with his Cabinet. 

June oth.—The President asked Don Julian Besteiro, the Speaker 
(Socialist) to form a Cabinet. He expressed inability to do so. 

June 11thThe President asked Senor Domingo, Minister of 
Agriculture and Commerce in the outgoing Cabinet and a prominent 
Radical-Socialist, to form a Government. He stated that he was unable 
to do so, and the President then requested Senor Azana to undertake 
the task again. 

June 12th.—Senor Azana formed a Cabinet, taking the Portfolio of 
War himself. Don Fernando de los Rios was Foreign Minister ; Don 
Fernando de Vinuales, Minister of Finance ; and Don Santiago Quiroga, 
Minister of the Interior. Six of the ten Ministers in the former Cabinet 
retained the same Portfolios in the new Government. 

Serious labour disturbances occurred in Barcelona. Bombs were 
exploded and some lives were lost. 
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June 14th—The Republican and Conservative Party decided to 
withdraw from Parliament as a protest against the formation of the new 
Cabinet. The Party’s leader, Senor Maura, issued a manifesto describing 
the Government as “ dictatorial and factious ” and not representative of 
the will of the country. It demanded the dissolution of the Cortes and 
the holding of new elections. 


Sweden. 


June 7th.—The Commercial Treaty with Great Britain was ratified by 
both Houses of the Riksdag unanimously. 


Turkey. 


June 7th—The application of the new Customs law was post- 
poned for three months on imports from countries having commercial 
treaties with Turkey. 

The Ottoman Bank’s concession, due to expire in 1935, was renewed 
and prolonged until March, 1952, with a new agreement by which the 
Bank undertook to open a credit of {2,500,000 in favour of the Govern- 
ment. 


U.S.A. 


June 8th—A motion to strike out the licensing clause from the 
Industrial Recovery Bill was defeated in the Senate by 57 votes to 31. 

June gth.—Mr. Cordell Hull’s statement to the press in London. 
(See Great Britain.) 

June toth.—The House of Representatives voted a fourth Deficiency 
Bill carrying an appropriation for over $3,459 million, of which $3,300 
million was for the public works programme incorporated in the Industrial 
Recovery Bill. 

June 13th.—The Senate rejected the agreement between the President 
and the House of Representatives on compensation to veterans (the 
compromise had reduced the proposed economies by about $65 millions) 
and adopted the Steiwer amendment, which was estimated to cost 
$170 millions. 

The Senate accepted the (House and Senate) Conference report on the 
Industrial Recovery Bill by 46 votes to 39, and the Bill went to the 
President for signature. 

June 14th.—The Acting-Secretary of State transmitted to the British 
Embassy the Government’s reply to the Note from the British Govern- 
ment regarding the War Debt instalment due the next day. 

Publication in London of text of British Note and statement by 
Mr. Roosevelt. (See Great Britain.) 

The President, in his statement, said that the British proposal to pay 
$10 million did not, in any sense, prejudice the freedom of either Govern- 
ment in any subsequent discussion of the entire debt question, which 
would take account of this and other debt payments. 

After referring to his announcement made in November, 1932, and 
the discussions before and after the payment on December 15th, 
Mr. Roosevelt said that time and circumstances would not permit any 
definite conclusions in those discussions, and it seemed the part of fairness 
and wisdom to postpone formal representations on the Debt until later. 
He continued, ‘In a spirit of cooperation I have, as Executive, noted 
the representations of the British Government with respect to the payment 
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of the June 15th instalment inasmuch as the payment made is accom- 
panied by a clear acknowledgment of the debt itself. In view of these 
representations and of the payment I have no personal hesitation in 
saying that I do not characterise the resultant situation as a default.’’ 

Beyond this the law and the Constitution did not permit him to go, 
but under his constitutional powers he could entertain representations of 
the British Government concerning the entire debt settlement and the 
British Government had requested that such opportunity be afforded, 
and he had therefore suggested that such representations be made in 
Washington as soon as possible. 

In conclusion, the President said he wished to make it clear that the 
Economic Conference did not include any consideration of the debts in 
its programme, and the U.S. delegates had been instructed not to discuss 
them. This was in accordance with the principle that they should be 
considered on their merits and separate from other international economic 
questions. 

The Senate adopted, by 51 votes to 39, an amendment drastically 
restricting the reductions in Veterans’ payments. 

Senator Hull’s statement at the Conference. (See Great Britain, 
World Economic Conference.) 

June 15th.—The Administration announced the receipt of 20 million oz. 
of silver in Bombay, on account of the British instalment of War Debt, 
and of 2 million oz. from Italy. (The British Government was responsible 
for the delivery of the silver in the U.S.A.) Payment in full was received 
from Finland, and in part from Czechoslovakia, Latvia and Rumania. 

France, Belgium, Poland, Hungary, Estonia, Lithuania and Yugo- 
slavia did not pay. 

The State Department received from the French Ambassador a 
Note explaining his Government’s attitude. It contained a formal 
acknowledgment of indebtedness, together with a statement of reasons 
why France was forced to “ defer’’ payment of due instalments. It 
also suggested early consideration of the whole question. 

The House of Representatives rejected the Steiwer amendment by 
208 votes to 177 and sent the Veterans Bill back to conference. 

The State Department received a Note from the Italian Ambassador 
asking that negotiations might be initiated “‘ for a definitive solution of 
the debt problem before the falling due of the instalment of December 15th 
next, as laid down in the Italo-American settlement now in force.” 

June 16th—The Senate decided to accept a compromise regarding 
the question of Veterans’ compensation on the lines of an agreement 
worked out between the President and the House of Representatives a 
week previously. Both Houses of Congress then adjourned sine dte. 

The President signed the Industrial Recovery Bill, and the new 
Banking Law Bill. 

Acting under the powers given him by the Industrial Recovery 
Bill, the President authorised the allotment of $400 million to States 
for highway construction, and $238 million to the Navy Department 
for the new programme, involving the construction of 32 new vessels. 

The President, after signing the Bill, issued a statement describing 
the measure as “‘ the most important and far-reaching legislation ever 
enacted by the American Congress.” It represented he said, a ‘‘ supreme 
effort to stabilise for all time the many factors which make for the 
prosperity of the nation and the preservation of American standards.”’ 
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In a second statement, the President said the measure would put 
a million men back to work before October rst and a much greater number 
later. He continued, “ It seems to me that no business which depends 
for existence upon paying less than a living wage to its workers has any 
right to continue in this country . . . the aim of the whole effort is to 
restore our rich domestic market by raising its vast consuming capacity. 
The idea is simply for employers to hire more men to do existing work by 
reducing the working hours of each man’s week, and at the same time 
paying a living wage for the shorter week.’”’ He admitted that increased 
wages meant increased costs and eventually an increased price, but price 
increases would have to be deferred as long as possible, since “‘ if we now 
inflate prices as fast and as far as we increase wages the whole project 
will be set at naught.” 

June 17th_—The Government addressed a Note to the French Govern- 
ment acknowledging the latter’s Note ve the War Debt and continuing, 
“It notes that the French Government has failed to meet in whole or 
in part the instalment due on the existing agreement . . . the Government 
of the United States must in all frankness call attention to the problems 
raised by the failure of the French Government to meet the payment 
due on December 15th, 1932, which have not yet been solved or even 
discussed between the two nations.” 

Similar Notes were sent to Belgium and Poland. A Note was handed 
to the Italian Ambassador stating that though Italy’s payment of 
$1 million might be considered by Congress and the American people as 
““unsubstantial,’’ the President was willing to discuss the Debt. 

The President communicated to the delegates in London his decision 
not to accept the proposals for temporary stabilisation of the currency 
submitted to him by them. In announcing this decision the Acting 
Secretary of the Treasury said that the whole discussion was not one 
which the Government had initiated. ‘‘ We are willing to listen,’’ he 
added, “‘ but do not wish to be placed in the position of trying to reach 
a deal.’’ Consequently, no counter-proposals would be made by them. 

June 19th.—The State Department announced the receipt of token 
payments against War Debts by Czechoslovakia and Rumania. 

June 20th.—It was stated at the Treasury that no stabilisation of the 
dollar was contemplated in the near future. 


U.S.S.R. 

June 16th.—The Central Committee of the Communist Party decided 
to extend the powers of the political departments instituted in the State 
farms and tractor stations on January 13th. (Two thousand such 
departments had been organised.) The Communist local branches were 
placed directly under the political departments. 
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FORTHCOMING EVENTS. 


*Fiscal Committee ... 
World Power Conference, "Sectional Meetings eee 


Annual Meeting of International Thrift Institute 
5th Pacific Science Congress ‘ee 
6th Imperial Social Hygiene Conference ‘ 
13th Congress of Chambers of Commerce of the 
British Empire .. 
*Correspondence Committee. on Industrial Hygiene 
(I.L.O.) 
*Conference of Government Delegates to examine 
the Draft Convention on Educational Films 
International Congress for the Protection and 
Welfare of Children i 
23rd Congress of National Peace Council ‘ 
*ist Meeting of General Council of the Inter- 
national Relief Union ... an baie : 
International Elbe Commission ... 
*Executive and Directors’ Committee of the 
Committee of Intellectual a 
*Supervisory Commission ... 
*15th Meeting of the Committee on Intellectual 
Co-operation . 
World Grain Conference ... 


12th Annual Conference of the International 
Student Service... $ we a ae 


25th Esperanto World Congress 

Congress of the International Federation of 
Trade Unions and Congress of various Trade 
Union Secretariats a “it 

4th International Boy Scout Jamboree... 


7th Biennial International Scout Conference ... 


5th Biennial Conference of Institute of Pacific 
Relations , oo 


* League of Nations or International Labour Office. 
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NOTE. 


The publication of an Economic Supplement is an innovation adopted 
by the Information Department in response to the growing demand for 
economic material in a concise and accessible form. The articles con- 
tained in it are intended to be of general, and not merely technical, 
interest and the statistics to represent a collection of figures from all 
the principal acknowledged sources. 

Further supplements will be issued periodically, as occasion arises. 
Suggestions and comments are invited. 





I. INTERNATIONAL GOLD MOVEMENTS. 
1931-1933. 


During the last two years, the world has witnessed movements of 
gold of a magnitude and frequency which it has never hitherto ex- 
perienced. The movements have been all the more significant in that 
they have not for the most part been inspired purely by considerations 
of trade as under the classical interpretation of the gold standard. The 
world’s free funds have been moving with great rapidity from one financial 
centre to another in panic conditions, and in some cases, perhaps, with 
political motives, with the result that the gold standard has become 
quite unworkable, in the spirit if not in the letter. 


In view of the important part that the question of gold may play in 
the discussions of the World Economic Conference with a view to making 
a general restoration of a workable gold standard possible, it seems a 
convenient moment to recapitulate the international gold situation. 


The position of the twelve chief gold holding countries at the end of 
each quarter for the last two years, is set out in the following table :— 
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TABLE I.* 
GOLD RESERVES OF CENTRAL BANKS AND GOVERNMENTS 
AT THE END OF EACH QUARTERLY PERIOD. 


1931-1932. 
($ million). 








March 
3,986 
588 
3,012 
209 
354 
349 
471 
296 


214 
434 


End of : 
U.S.A. ane 
Great Britain 
France 
Germany... 
Netherlands 

igium li... 
Switzerland 

taly 
Japan 
Spain oes bes 
Argentina ... bs 281 249 
Se Past 293 330 


Total 12 countries... | 10,096 10,319 10,281 10,502 
Total World ... | 11,079 11,275 11,289 11,499 11,348 
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1 
(No. of countries) ... (48) (49) (49) (49) (49) 


























The most marked tendency has been that of a continuous inflow of 
gold to France whose reserves have been increased by nearly 50 per cent. 
in the two year period. American holdings have fluctuated considerably 
owing to a period of heavy gold exports during the autumn of 1931 and 
the spring of 1932. The Netherlands, Belgium and Switzerland have 
increased their aggregate holdings from 500 to 1,300 million dollars : 
while the chief losers have been Germany and japan. Other important 
characteristics of the period are the additions to the world’s monetary 
gold stock which have been made by the accelerated South African 
production and the release of hoarded gold from India to the extent of 
some 400 million dollars since the middle of 1931. 


The process by which these changes have come about has been due 
to several causes. A more detailed examination of movements of gold 
to and from the six most prominent gold holding countries is contained 
in Table II. 

Over most of the world conditions were quiet in the first quarter of 
1931. But there was quite a considerable flow of gold from London to 
Paris until the French exchange had responded to the influx. The move- 
ment owed something to the alteration of the Bank of France’s require- 
ments with regard to fineness which had hitherto delayed movements 
of gold from London to Paris for refinement to the French standard. 
From the end of February there followed a period of comparative tran- 
quillity, though there was considerable competition to secure newly 
produced gold as it reached the market. 

The first real disturbance came with the Credit Anstalt crisis in June, 
which was followed by a fairly general panic in European centres and 
symptoms of financial distress in Germany. There then began a move- 
ment to transfer short-term assets from what were considered to be the 





* Compiled from the Federal Reserve Bulletin, 
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TABLE II.* 


GOLD IMPORTS AND Exports (NET) OF SIX COUNTRIES. 


(Million Dollars.) 
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* Compiled from the Federal Reserve Bulletin. 


The reason for this may 


possibly be found in the fact that gold released for export is not necessarily shipped immediately, and in 


with the figures of imports of gold into another country in the same period. 
any case spends some time in transit. 


Nore.—It will be noticed that in many cases, the figure of exports of gold from one country do not coincide 
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more dangerous centres to safer quarters, which attacked a number of 
countries in turn. Germany was the first object of the offensive since 
her position was obviously the weakest, and by the end of June the 
Reichsbank had suffered considerable losses of gold. 


The next centre to be affected was London. It was suspected, not 
without foundation, that the liquidity of London had been impaired 
by conditions in Germany and Austria, while political conditions, par- 
ticularly with regard to the national finances, did not inspire confidence. 
Foreign balances thereupon began to leave London with alarming rapidity 
and caused heavy transfers of gold, as much as £32 millions being 
despatched to the Continent in the second half of July. The raising 
of emergency credits in Paris and New York failed to stem the tide, 
and withdrawals continued on such a large scale as to necessitate the 
suspension of the gold standard. Thereafter the drain from London 
was diminished and some relief was afforded by the great export of 
hoarded gold from India, which had formerly been an habitual buyer 
of gold for non-monetary purposes at the rate of about {16 millions per 
year. This movement, which probably originated with the realisation 
of hoards by distressed agriculturists and was then stimulated by the 
rise in the price of gold, had first made itself apparent in July, and by 
the end of the year {15 millions had been shipped to England. But 
although these shipments continued, if anything on an increased scale, 
there was still a substantial drain to France: in January and February 
alone £32 millions were removed. 


Meanwhile there had begun a spectacular raid on New York, starting 
during the autumn of 1931, and in the last quarter of the year some 400 
million dollars were shipped abroad, of which 340 millions went to France. 
The attack on the dollar lasted, on and off, until the end of May, 1932, 
in which month it actually reached its zenith, but then died out. The 
reflationary measures which had been adopted to fight the slump were 
not favourably interpreted abroad; while there was also a mounting 
budgetary deficit. But although New York suffered a net loss of 800 
million dollars of gold, 750 millions going to France and a further 190 
millions to Switzerland and the Netherlands, the reserves proved adequate 
to withstand the strain and the stability of the dollar was never seriously 
impaired. 


By the second quarter of 1932, mainly with the aid of the gold released 
from India and the increased South African production, the British 
position had so far improved that an inflow of gold began, so that by the 
end of September there had been a net import to the extent of 110 million 
dollars. At the same time the Exchange Equilization Fund had begun 
to operate and was using its powers of control to damp down the rise in 
the sterling exchange, which had improved continuously during the first 
half of the year. With the continuation of this influx, though on a 
reduced scale, during the third quarter, and with the cessation and even 
reversal of the drain on New York, a position of comparative stability 
was being reached and movements were neither so great nor so frequent 
as in previous months. Possibly one of the most important steadying 
factors was to be found in the depletion of French foreign balances which 
had now taken place. Much of the movement of gold in the previous 
twelve months can be attributed to the realisation of French assets 10 
foreign centres for gold :— 
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GOLD AND FOREIGN ASSETS OF THE BANK OF FRANCE. 


(Million Francs). 





1931 
June Sept. Dec. Sept. Dec. 


Gold eee eos 56,426 59,346 68,863 82,681 83,017 
Sight funds abroad 6,939 6,419 12,346 12,354 4,290 2,895 2,938 
Foreign bills & other 

short term foreign 


assets... --+ | 19,839 19,768 10,342 8,757 2,043 2,082 1,545 


Total i+ --» | 82,894 | 82,613 82,034 | 89,974 | 89,465 88,433 | 87,658 87,500 









































The same transformation is to be observed in the case of the Nether- 
lands, Switzerland, Belgium and Italy, with the difference that in the 
case of the first two total assets have increased considerably, and in the 
case of Italy have experienced a considerable decline. 


The comparative stability that was being approached in the autumn 
of 1932 was again disturbed by the war debts negotiations in November, 
culminating in the transfer of {19 millions in gold from Great Britain 
to the United States. Since that event, instability has continued: the 
course of the American banking crisis in the United States might have 
promoted considerable withdrawals from New York had they not already 
taken place earlier, leaving foreign balances in that centre at a low level. 
Nevertheless, the internal crisis in America, accompanied by great un- 
certainty in Europe, has caused sterling to be much in demand. The 
operation of the Exchange Equalization Fund control has prevented 
the pound from rising to a level that, in normal circumstances might 
well prove to be an overvaluation. The result has been an inflow of 
gold on an unprecedented scale—amounting to over £45 millions since 
the war debt payment in December. Owing to the secrecy which sur- 
rounds the amount of foreign exchange holdings of the Bank of England 
and the Exchange Equalization Account it is impossible to determine 
exactly the circumstances under which these purchases have been made. 
It appears likely that the continued demand for sterling has caused the 
control authorities to sell continuously and to take in exchange gold 
rather than foreign currencies in order that it may replenish its reserves 
of sterling by re-sale to the Bank of England. The process can only last 
until confidence in the dollar and the Continental currencies returns : 
but the important point appears to be that acquisitions of gold by Great 
Britain hitherto have not been the result of pursuing the policy of realising 
devisen which was adopted by Continental countries last year ; it would 
seem unlikely that official holdings of foreign currencies are at a very 
different level from that before the gold import movement began. It is 
more likely that the vagrant balances have found their way back to 
London and will depart once more with equal rapidity when confidence 
returns to the dollar and other foreign currencies. 


O.L.L. 
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II, STATE-CONTROLLED CAPITAL EXPENDITURE. 


Nearly every government in the world, having experienced simul- 
taneously a decline in its current revenue and an increase in national 
unemployment which calls for measures of relief on the extraordinary 
scale, is now being faced with the question of deciding whether increased 
loan expenditure on capital works is a satisfactory solution of the question 
of world unemployment. In view of the very general interest of this 
subject, shown by the space that it occupies in the Press and its promin- 
ence in discussions, it may be helpful to review the actual course of capital 
expenditure under government control in Great Britain during recent years. 


Writing in the New Statesman in the course of last autumn,' Mr. 
J. M. Keynes raised some interesting questions on the subject of the 
general control of investment and of investment at home in particular, 
and pointed to the large measure of control exercised by public and 
semi-public bodies that already exists. In addition to the long-term 
aspect of investment, the immediate problem of whether or no the state 
should accelerate expenditure on capital works as a measure of relief 
from the depression, has been frequently debated in recent months, 
whether in the belief that public works as such are beneficial or whether 
by conviction that such public works as will be necessary within the next 
decade may most profitably be undertaken at the present time. The 
background of actual expenditure under Government auspices during 
the recent depression years, has, however, been imperfectly investigated. 
In the table that follows, an attempt has been made to estimate such 
expenditure in the period between March 31st, 1929, and October Ist, 
1932. 
The figures are concerned only with expenditure on new capital 
development and take no account of possible dis-investment owing to 
failure to replace or maintain existing capital. In order to obtain a 
complete survey of investment under all forms of official control, it 
would be necessary to include the expenditures of semi-public organisa- 
tions of the nature of the Port of London Authority, the British Broad- 
casting Corporation and the Metropolitan Water Board : of this category 
it has only been possible to include the Central Electricity Board. 


By far the greater proportion of construction of this type is carried 
out by local authorities, the cost being met out of borrowing, with or 
without assistance from Government grants. The raising of loans for 
any purpose can, however, only take place by the medium of a local Act 
of Parliament or by the sanction of the Government Department con- 
cerned—in most cases, the Ministry of Health. The second is the com- 
moner usage, but the first method covers the whole of the capital expendi- 
ture of the London County Council and is therefore of importance. 


Section I shows the capital: expenditure of Local Authorities in 
England and Wales and of the Central Electricity Board out of borrowing 
sanctioned by Government Departments. In all cases the figures repre- 
sent money raised by the authorities themselves, irrespective of 
Government grants. The item entitled “ other expenditure ’’ includes 
borrowing for Poor Law, Public Health, Police, Hospitals, Small Holdings 
and Municipal Trading. With the exception of loans for electrical 
development and tramways, which come under the control of the 








(1) The New Statesman and Nation, September 24th, 1932, ‘‘ The Monetary Policy of the Labour Party ‘ 
Il, 
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Electricity Commissioners and the Ministry of Transport respectively, 
all borrowing is sanctioned by the Minister of Health. This centralisation 
is due to the greater knowledge that the Ministry of Health possesses of 
the financial strength of the various authorities. 


STATE CONTROLLED CAPITAL EXPENDITURE.! 





| 

| April Ist— 
1929-30 930-5 1931-32 Oct. Ist, 

} 1932 


Borrowing by Local Authorities, etc., sanc- 
tioned by Government Departments and 
Electricity sangeet 

Education 

Housing 

Roads ... 

Electricity 
Other Expenditure by Local Authorities. 
Central Electricity Board pe 








Total I 
Central Government Grants. 
Road Fund Contribution to Class I 
and Class II Roads . Es 


Total I and II ... 





Borrowing by Siatutory Powers, etc. 

Post Office and Telegraph (Money 

Acts 1928 and 1931) 

L.C.C, borrowing under L.C. c “Money 
Act 


a. = HF by Metropolitan ‘Borough 
Councils Sanctioned by the L.C.C. 
Borrowing Powers specified in Local 
Acts of Local Authorities ae 





Total I, IT and III 
Percentage change from previous year 





* Estimated. 


In the case of local expenditure on roads, it has been necessary to 
make an estimate for the current year. The figure of 2-0 millions for 
the half year is based on a comparison between road fund grants and local 
expenditure in previous years, the amount of road fund grants between 
April and October of 1932 being known. 

Section III shows borrowing sanctioned by Act of Parliament. 
Improvement of Telegraph and Telephone Service is made annually out 
of borrowings under the Post Office and Telegraph (Money) Acts of 1928 
and 1931. The estimate for 1932-33 is based on the assumption that 
expenditure in this direction will show a further decline. 


Borrowing for capital expenditure on specific works by the London 
County Council is the subject of an annual Money Act ; while Metropolitan 
Boroughs may borrow by sanction of the London County Council without 
application to a Government department. The estimate for 1932-33 
of these items, together with that of borrowing powers of Local Authorities 
sanctioned by special legislation is calculated by applying the ratio of 





(1) Figures for Education, Housing, Electricity, Other Expenditure by Local Authorities, Central Elec- 
tricity Board, and Road Fund, from Hansard, various dates, December, 1932 

Figures for Roads, and statutory borrowing (exc. Post Office and Telegraphs) from memorandum sub- 
htted by the Ministry of Health to the Select Committee on Estimates, May, 1932, Appendix 8. 

Figures for expenditure under Post Office and Telegraph Acts from Statistical Abstract for United Kingdom, 
1932, and Finance Accounts of the United Kingdom, 1931-32. 
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these expenditures in previous years to borrowing by sanction in previous 
years, to the items of Section I (less borrowings by Central Electricity 
Board) for April—October, 1932, which are mainly known. 


Section II shows the amount of Government grants in aid of specific 
schemes. Only the Road Fund contribution has been included for the 
reason that in this case only does the Government contribute directly 
to the capital cost of the undertaking. This is owing to the nature of 
the Road Fund, by far the greater proportion of which is contributed 
by the annual proceeds of the Horse-power Tax, and which is therefore 
self-supporting. Grants are made at the rate of 60 per cent. for Class I 
and 50 per cent. for Class II roads but issues at higher rates, up to 75 per 
cent., are often made, particularly to thinly-populated and necessitous 
areas. Some 50—75 per cent., therefore, of the cost of Class I and Class 
II roads is borne by the State. 

Other grants are generally made over a long period of years in the form 
of a contribution to the loan charges, which serves to relieve the local 
authority to a great extent of the burden of its debts. For instance the 
subsidy on housing, though it amounts to as much as 47°5 per cent. of 
the capital expended, is payable over forty years and represents only 
2°4 per cent. of expenditure in any one year or {24,000 in every million 
pounds. The erection of schools receives educational grants in a similar 
way, though on a smaller scale.* 

The sum of all the items in the three sections shows that, whereas 
capital expenditure rose from {121-4 millions in 1929-30 to {146-8 
millions in 1930-31, it has since fallen by nearly £40 millions to {108-8 
millions in 1931-32, and is not likely to be much in excess of £95 millions 
in the current year. But for an increase in the rate_of expenditure of the 
Central Electricity Board, the fall would be still more pronounced. 


Bearing in mind the fact that of all expenditure on new capital works 
that under Government control forms about 50 per cent., the decline 
within the last two years is formidable, though it is true that the figure 
of £146-8 millions sanctioned by the Labour Government in 1929-30 
may be regarded as abnormally high. On the other hand, the state of 
indebtedness of the majority of local authorities is such that expansion 
could not proceed far if dependent upon the usual process of unassisted 
borrowing. It is not, however, within the scope of this short survey to 
examine the various policies that might be pursued, but merely to indicate 
a tendency that has already, without doubt, added to the volume of 
unemployment and so contributed its share to the severity of the 
depression. 

O.L.L. 





The attention of veaders is directed to two Memoranda recently issued by the 
Information Department :— 
Ref: No. 6. Foreign Short-Term Loans in Germany, 1919-1932. 
Ref: No. 7. The Most-Favoured-Nation Clause. 





(1) For an account of the effect on the Exchequer of Local Government borrowing, see a paper by Mr. A. 
P. Waterfield forwarded to the select Committee on Estimates, May, 1932, and published as Appendix 9 to that 


Committee’s Report. 
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